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Poverty Programs... 
A Business Management Approach 
by Jean-Paul A. Ruff 
Jean-Paul Ruff, a member of our Detroit Management 
Services staff, joined TRB&S in 1959, after receiving an 
M.S. degree in Industrial Management from Purdue Uni-
versity. Mr. Ruff also holds an engineering degree in 
chemistry from L'Ecole Nationale Superieure de Chimie 
de Paris and a Licence es Sciences from the Sorbonne. 
Mr. Ruff spent three years in our Milan office and his 
experience includes applications of Operations Research 
and Management Information Systems techniques in the 
United States and Europe. He has frequently given 
speeches or directed courses and seminars in French, 
English and Italian on the usage of management and 
mathematical techniques in business and government. 
Mr. Ruff is a member of The Institute of Management 
Sciences, the Operations Research Society of America, 
and the Association Frangaise d'Informatique et de 
Recherche Operationnelle. 
The Office of Economic Opportunity coordinates 
numerous programs to combat poverty throughout the 
nation. The primary objective of this undertaking is to 
offer opportunities to those who, for any number of 
reasons, have not been able to cope with the progress and 
the changes taking place in this country. 
One of the first tasks of O E O and its representative 
agencies is to search for, identify, and keep track of those 
citizens who require their services. This task corresponds 
to a recognition of "clients". It presumes that some set 
of minimum requirements will be used as a criterion to 
separate "nonclients" from "potential clients". 
Identifying the Need 
The search for clients has not been given early con-
sideration because, in most cases, when local Community 
Action Programs were created, more "clients" than 
could be handled actually requested services. But soon 
the community representatives began to question the dis-
tribution of services: Are we reaching the "hard core?" 
Is the basic goal of the War on Poverty accomplished by 
servicing the least needy of the needy? 
These questions trigger demands for information con-
cerning the number and type of persons served, the 
quantity and quality of services rendered, and even the 
performance characteristics of the methods used to fulfill 
the objective of offering opportunity. 
The needs of a community can be partially identified 
through geographical statistical samples which serve as 
an approximate basis for justifying expense of effort and 
money. Tallies of the number of visits or contacts estab-
lished at different points within Community Action 
Centers can help in determining levels of activity. 
Measuring Performance 
But the question of "how good a job we are doing in 
our Community Action Program" remains unanswered. 
What are the elements of information necessary to answer 
such a question? How does the data required differ 
from that necessary to measure the performance of an 
industrial concern or a commercial enterprise? Of course, 
the War on Poverty does not have a profit motive in the 
business sense; but in all other respects, the similarity is 
striking! Businesses as well as any of the programs of the 
Office of Economic Opportunity have goals they attempt 
to reach through a plan. They dispose of many limited 
resources and which can be allocated in different ways 
to several alternative projects. They can compare the 
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results obtained after a given period of time to the 
results which were expected from the plan and then 
take the necessary corrective action. By reporting against 
the plan they can measure both performance and can 
also update the plan, review the allocation of resources 
procedure, identify the areas which deserve more atten-
tion to meet objectives on schedule, and, finally, provide 
the information necessary for internal management as 
well as the data which will satisfy public demand. 
Parallel Function of Business and the War on Poverty 
The parallel between the War on Poverty and a busi-
ness enterprise can be carried a step further if we con-
sider some of the functions which must be accomplished 
to win the war or to run a successful business. 
Marketing must determine who does not have oppor-
tunity and what opportunity is needed and wanted. 
It also means shaping the organization to provide 
the services which will satisfy the needs and to per-
mit adequate distribution and consumption of the 
required services and products. 
Production will be responsible for the selection of tools 
necessary to provide products and services. As the 
resources available are limited, they will have to be 
distributed to obtain the best production plan com-
patible with the demands forecasted by marketing. 
The quality control function corresponds to verifica-
tion that the performance of the facilities meet 
acceptable standards. 
Research and development must constantly be on the 
lookout to find new or better means to produce 
services to fulfill the needs of the clients. 
Accounting will perform the functions of record keep-
ing and auditing. It will also prepare information 
necessary for financing decisions, coordinate and 
control cost data associated with the forecast and 
actual usage of resources and control the system 
for reporting expenditures by the program to the 
federal and local agencies as well as to the public. 
Financing will direct its efforts toward making funds 
or resources available to the program. The reporting 
and measurement system will be an indispensable 
tool of financing as it will permit 
• justification to the Board of Directors of past 
expenditures and of how resources were em-
ployed to contribute to the objectives of the 
program. 
• explanation of the reasons for requesting addi-
tional resources and what results can be ex-
pected from their usage. 
The Board of Directors actually will manage the pro-
gram through delegation of responsibilities to se-
lected individuals. Under the policy of maximum 
feasible participation of the poor, representatives of 
the clients and potential clients will be on the 
Board of Directors. Members of the several agencies 
through which the program is conducted as well as 
representatives of the community will work on the 
Board or on some of its specific committees. 
Exhibit I is a schematic representation of a Com-
munity Action Program model. The terms used in this 
exhibit are peculiar to the War on Poverty although the 
parallel with a business enterprise can be made. Three 
basic elements emerge from such representation: 
I. The absolute necessity of defining, measuring, and 
reaching a consensus on the needs of clients and 
potential clients. 
I I . The usage of an objective tool for selection of 
programs which will indicate an acceptable plan 
for allocating resources. 
I I I . The establishment of a measuring, feedback, and 
reporting system to control the management of 
the programs and their influence on needs. 
D E F I N I T I O N AND M E A S U R E M E N T 
OF T H E NEEDS 
Associating numerical values to social or human char-
acteristics with the objective of establishing value scales 
will always be controversial. However, to deal in a "busi-
ness-like" manner with the War on Poverty, to plan, and 
to measure, it is desirable to qualify data whenever 
possible. 
A need can only be thought of as relative. We need 
more of something in relation to what we have or at 
least as much of something in relation to what somebody 
else has. Therefore, to measure a need one must have a 
point of reference. 
The magnitude of the need is the difference between 
its present degree of fulfillment and the desired level of 
fulfillment represented by the point of reference. 
The objective of this part of the model is to establish 
how much room for improvement there is, that is, what 
are the dimensions of the needs to be fulfilled? Such 
determination, made through the use of an incremental 
approach, must be independent from the tools which are 
available to obtain improvements. 
The Attribute Scale 
To take advantage of the economic opportunities that 
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Schematic Representation of a Community Action Program 
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Exhibit 1 
surround us, an individual usually must possess certain 
characteristics such as good health, marketable skills, a 
certain level of education, and a degree of adjustment to 
his environment, just to cite a few. 
A set of attributes which corresponds to these indis-
pensable characteristics can be related to every indi-
vidual; these attributes would be health, skills, educa-
tion, adjustment, etc. By establishing specific value 
scales for each attribute, one can determine the position 
of each person in relation to each of the characteristics. 
If, for example, a person's education is below a certain 
minimum, one would conclude that such a person needs 
education. A measurement of the dimensions of this 
need can be attempted by dividing the scale in num-
bered increments of similar value and thereby determin-
ing what number best describes the level of education 
of this particular person. 
His need for education will be quantified by the differ-
ence between an acceptable level, and that number which 
corresponds to his present status. Such quantification is 
a measure of the room for improvement in education for 
that individual. 
The "acceptable level" for each attribute is a number 
at the top of the scale which reflects the objective, that 
is, to offer economic opportunity. The acceptable levels 
of all attributes represent the Target Profile; this means 
that, if a client reaches such levels for every attribute, 
he will be in a position to take advantage of economic 
opportunity, be able to stand on his own feet and, there-
fore, cease to be a client. 
Extending to all attributes the methodology for assign-
ing numbers results in the establishment of the present 
profile of an individual. It then becomes possible by 
comparing the present profile to the Target Profile to 
measure the needs of each person. 
Population Types and Weighing the Needs 
Only one attribute is necessary to identify a need 
which might be common to the total client population. 
Our model, however, must be able to recognize that the 
need for marketable skills, for example, should not be 
as highly rated in the profile of a five year old girl as it 
would for a thirty year old man. To that effect, the 
total population is divided into a small number of types, 
and a person is classified in a type according to his age 
and sex. Further, within each type, some needs are more 
important than others; for example, the need for educa-
tion of a child 5 to 15 years old could be more significant 
than any other need. The need for employment of a 
male 25 to 45 years old outweighs most of his other 
needs. It is, therefore, necessary to assign weights to each 
attribute within each type, in order to correctly take 
into account the variations in relative importance of the 
needs. As such assignment requires a judgmental deci-
sion, it is necessary to design a special procedure to 
permit the reaching of an agreement on weights. A set 
of weights becomes characteristic of a type and is used 
to quantify the present profile as well as the objective or 
Target Profile. 
The selection of attributes, the definition of types, and 
the attribution of weights are tasks performed under the 
supervision of the Board of Directors. This is in keeping 
with the recommendation of the Opportunity Act by 
which representatives of the poor participate in the 
program at the policy-making level. This method will 
also permit a basic consensus of opinion. 
Measuring Potential Improvement 
Determining the needs of a population in terms of 
Economic Opportunity within a given community would 
be an impossible task if it required the establishment 
of the present profile of every person within the com-
munity. A sample of the population, chosen in accord-
ance with well-established statistical procedures, provides 
all the information required while limiting considerably 
the number of interviews. 
The basic steps to be followed are: 
• Select sample 
• Conduct interviews 
• Determine proportion of potential clients and 
nonclients 
• Determine proportion of potential clients by type 
• Establish Average Profile of potential clients by 
type 
• Compare Average Profile to Target Profile 
• Determine potential improvement for average po-
tential client by type 
• Extrapolate to total population 
• Summarize community needs 
— by attribute 
— by type 
A slightly different procedure is followed if, in addi-
tion to measuring present community needs, one desires 
to extend a forecast of how needs will be distributed 
within the next five years. 
A result of this quantification is a measure of what the 
Community Action Program must contribute to its po-
tential clients to satisfy their needs and, therefore, to 
eradicate poverty in that community. The potential 
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POTENTIAL IMPROVEMENT 
10 is the "top of the scale" or "acceptable level" for the attribute "health' 
5.4 is the average value of the attribute "health" in the sample 
W.A is the weight assigned to the attribute "health" for "type A" 
Exhibit 2 
Improvement is not a plan in itself, but only a reflection 
of where the poor in a community stand and which are 
the areas where action must be taken to offer economic 
opportunity. This report is illustrated in Exhibit 2. 
S E L E C T I O N AND A L L O C A T I O N 
OF RESOURCES 
To return to the commercial enterprise analogy, now 
that marketing has provided a measure of what is 
needed and wanted, the next step is to ask production 
what its tools can do and what materials, man power and 
resources it would require to function at different levels 
of productivity. Then, by matching the needs and tools 
it will be possible to develop a production schedule. This 
schedule must then be reviewed in the light of alternative 
strategies and the final production schedule together 
with its expected effect on the needs becomes the plan 
against which results are reported to measure perform-
ance. 
Quantitative Description of the Proposed Programs 
Each program uses resources to produce services. 
Both the use of resources and the results to be obtained 
through a program have a certain degree of uncertainty. 
As time passes, more knowledge about results which can 
be expected from the use of resources will be accumu-
lated. Little benefit will result from this experience unless 
data is recorded in a consistent manner for constant 
analysis. The results expected from programs are the 
fulfillment of needs. It is therefore reasonable to describe 
the expected effect of programs by using the same 
quantitative terms which measured the needs. 
For example, we will say that a certain health pro-
gram directed toward clients of type A (which have, 
let us suppose, an average health of 4.0) is expected to 
contribute 2.0 to the attribute health, raising it therefore 
to the average level of 6.0. To reach this result, the 
program will require resources such as physical facilities, 
medical personnel, nonprofessional and administrative 
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Quantitative Description of Proposed Program 
Name of Program 
1. CONTRIBUTION 
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TYPE 
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B 
L 
M 
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JJ 
1( 
3. EXPECTED USAGE OF RESOURCES 
Exhibit 3 
man power, and money. Of course the amount of re-
sources required will vary with the expected number of 
clients. The concepts of well-developed business tech-
niques using marginal analysis can help out here. The 
health program, for example, is designed to reach a mini-
mum of 1000 clients but not more than 10,000, during 
the next year; the office space required is independent 
of the number of clients, and three doctors will be able 
to attend 1000 clients. Two doctors must be added to 
the staff, however, for every additional 1000 clients 
above the initial 1000. Use of other resources will be 
forecasted in a similar fashion, by relating them pro-
portionately to the number of clients above the base of 
1000. 
Exhibit 3 illustrates the type of format under which a 
proposed program can be quantitatively described. 
Every proposed or existing program is entered in the 
quantitative descriptive file which is part of the model. 
Optimum Allocation of Resources 
It is still necessary to identify the constraints which 
will indicate the limitations of resources. The correspond-
ing input to the model will be the total of each resource 
available during a given period of time; it is also pos-
sible to attach to each unit of a resource its correspond-
ing dollar value. 
For example, one could say that for the next year 100 
doctors are available to programs at an average given 
cost per doctor/year. Budget restrictions are introduced 
in a similar fashion. It may even be necessary to enter 
constraints of another type; for instance, if it is decided 
that, regardless of its cost or its expected contributions, 
a certain type of program must be included in the Com-
munity Action Program, we can force it in. The method 
will tell us the penalties we must be ready to pay, if any, 
for having these compulsory programs. 
The matching of needs and programs which take into 
account the given constraints is then performed through 
a model which uses mathematical programming to dis-
tribute the available resources to the programs in such a 
way as to fulfill the maximum needs in the most eco-
nomical fashion. That is, the programs get the best 
contribution per dollar spent. 
Exhibit 4 is a schematic illustration of the basic inputs 
and outputs of the mathematical model. 
Choice of Strategies 
If needs have been forecasted, for example, over a 
period of five years, a community might want to use the 
model to test alternative strategies and thus provide 
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Exhibit 4 
choices of action. For example, it might be decided that 
during the next two years, all the adult and near adult 
potential clients of a community should be made as fully 
employable as possible. How much is this going to impair 
efforts in the field of education? What will be the effect 
on the degree of fulfillment of the need for health as-
sistance? These answers will be provided by the mathe-
matical model when it is used as a simulation device. 
As a result, it will be possible to select the most desirable 
strategy, which will become part of the inputs to the 
model. As an output, we will obtain a Five-Year IM-
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P R O V E M E N T PROGRAM or a plan of action with 
detailed resource allocations and a total description of 
the expected effect on the needs of clients. 
R E P O R T I N G SYSTEM 
One of the weaknesses in the operation of the War on 
Poverty to date has been the unsatisfactory reporting to 
the public. Most community action programs are quite 
able to account for the funds spent (and to many people, 
the amounts appear formidable), but the question "What 
have these dollars accomplished?" has not usually re-
ceived a proper answer. The excuses for being unable 
to answer such a question are in part valid: programs 
are too young; programs were hurried at the start. Also 
the situation is charged with emotion. So much is to be 
accomplished that whatever is being done must be good. 
But even good excuses do not replace answers. A busi-
ness manager nowadays "reports to" by "reporting 
against." This means that reports to superiors, to the 
Board of Directors, to stockholders, and to the public 
in general are on the basis of comparison of results 
obtained and results forecasted or planned. 
The approach described in this article provides the 
necessary plan to satisfy good reporting requirements 
for the War on Poverty programs. 
A Plan for a Reporting System 
One of the outputs of the mathematical model is a 
detailed plan for each program, constructed from the 
data provided by the program director. Such a plan 
covers both the amounts of resources to be used and 
the number and type of clients expected to benefit from 
the program. It also measures what these benefits should 
be. The format of the output is designed for variance 
reporting. The analysis of these variances allows detec-
tion of deficiencies in program management as well as 
forecasting errors. Only through recording the data in a 
formalized system will it be possible to improve the 
quality of the planning tool. 
By referring again to the client level it will be pos-
sible to measure progress; that is, on a sample basis, one 
can establish the profile at different points in time of 
individuals participating in the programs. The interpre-
tation of this information is performed on aggregate 
data, i.e., average profile, but the system derives its 
validity from dealing with individuals. 
One of the reasons for poor reporting in community 
programs is that no individual data is maintained on a 
formal basis and therefore it is difficult to keep track of 
clients. This is why questions such as, "Have the hard-
core poor been reached?" remain unanswered. Not keep-
ing track of individuals obstructs reporting and tends to 
decrease the quality of the services performed and intro-
duces operating inefnciences. 
Base Line Data File 
Individuals are selected for measurement from a 
master file called the Base Line Data File. This file con-
tains objective descriptive information of each client 
together with a complete detailed history of that client 
through the several services of the community program 
he has used. That is, all transfers from service to service 
are recorded and the individual's Base Line Data pre-
cedes him to the referral points. Thus the client avoids 
the time-consuming and discouraging repetition of inter-
views. Although the file is mechanically updated on a 
monthly basis, a permanent record addressable from any 
point of the system is maintained daily. The file is com-
plete and is designed to insure that a client is entered in 
the file whenever he contacts any point of the Com-
munity Action Program (including contracting agen-
cies) . The confidential nature of the file is maintained 
because its purpose is not to contain all the information 
about a client but to indicate where this information is 
kept. The release of detailed information remains at the 
discretion of individual agencies or program directors. 
A procedure for purging die file is based on criteria 
which can vary from location to location. 
As a large number of clients take advantage of more 
than one of the services offered, it is necessary to measure 
the accomplishment of combinations of programs. The 
analysis of the results obtained through these combina-
tions permits guidance of clients towards services in the 
most economic and beneficial manner. 
The community program director, the Board of Direc-
tors, The Agency representatives, the representatives of 
the poor, and the public in general can receive the same 
reports. The potential improvement report is updated; 
that is, new needs or increases in the magnitude of needs 
are entered while the decreases obtained directly from 
each program's results are subtracted. This measures the 
progress of the community program and permits a review 
of strategies, a report against the five-year improvement 
plan, and an updating of this plan. 
This model hopefully satisfies the requirements of a 
business systems approach to the War on Poverty. If it 
satisfies these requirements too well, by eliminating pov-
erty faster, it limits the model's useful life span. This, 
indeed, is its purpose. A war should not be prolonged for 
the benefit of its soldiers. 
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Summary 
The model proposed is currently being developed and 
tested in major poverty areas of the nation; it provides: 
— Formal quantitative knowledge of what the war is 
fighting against. 
— A tool for allocating resources to the several possi-
ble programs to obtain the best results per dollar 
spent. 
— An approach to evaluate alternative strategies and 
produce a clear plan of action. 
— A system to measure results obtained and to ana-
lyze variances from the plan. This system is ori-
ented towards sharpening the planning tool and 
indicating when and what corrective action must 
be taken. 
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— A complete management reporting system common 
to internal and external reporting. 
Although the model will certainly have an influence 
on the interrelationships between existing agencies (pri-
vate or public) and institutions, its objective is not to 
evaluate or forecast what these interrelationships should 
be in the future. Local conditions might dictate different 
solutions in various parts of the nation. The model is 
designed to permit the best use of both local and nation-
wide resources to offer opportunity to the disadvantaged 
as fast and as economically as possible. 
It is hoped that all will benefit from the model; the 
poor people by being helped more effectively, and office 
of Economic Opportunity by being able to administer its 
programs more efficiently, and society as a whole by a 
more productive allocation of its resources in these pro-
grams. 
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